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The overall oil situation has been further complicated by 
the Soviet Union’s aggressive entry into world markets 
with offers to supply Russian petroleum at cut-rate prices— 
in one case for processing at the Cuban refineries expro- 
priated from American companies by the government of 
Premier Fidel Castro. 


EMERGENCE OF SAHARA AS MIDEAST O1L RIVAI 

Present oversupply in the oil industry may be traced in 
part to stimulation of demand caused by the Korean War 
and in part to threats to continued flow of supplies from 
the Middle East, raised first by nationalization of the 
Anglo-Iranian Oil C n 1951 and then by nationalization 
of the Suez Canal in 1956. Those events encouraged a 
search for additional and for irer sources of supply. 
Resultant discovery of important new fields in North Africa 
appears likely t hange the oil strategy of the world. 
With large supplies becoming available in Algeria and 
Libya, and in Venezuela, Western European fears of an 
interruption of vital f ul ; have been substantially 
relieved. 


Exploration sin 56 in the Algerian Sahara region 
and in Libya has led to d very of reserves of 10 billion 
barrels of oil—equivale: to nearly one-third of proved 
petroleum reserves in the United States. A Libyan well at 
Diebel Zelten, drilled by “sso Standard, Inc., tested at 


about 17,500 barrels a day. By contrast, production of 


American wells average nly 12-13 barrels a day.‘ 


Terminal facilities n the Mediterranean coast are still 
lacking, but the Libyan government is pressing the 14 com- 
panies holding concessions in that country to build pipe- 
lines and start commercial production. Most of the big 
discoveries in Libya have in the Gulf of Sirte area, 
generally within 100 miles of the coast, and laying of pipe- 


lines presumably will ra 10 serious problems. 


Fabulous oil strikes in the French Sahara indicate that 
France will be self-sufficient in petroleum by 1965 and an 
exporter of petroleum products a few years later. France 
might thereby sav ome $300 million a year in foreign 
exchange It is expected that oil to meet most of the 
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country’s requirements of about 500,000 barrels a day can 
be piped to the North African coast by the end of this 
year—only five years since French drillers made their first 
strike. President Charles de Gaulle has made it clear that 
France will agree to no settlement of the Algerian question 
that involves sacrifice of the Sahara oil riches.® 


Oil exploration has been successful also in many other 
areas. Important discoveries were made during 1959 in 
metropolitan France and in Argentina, Gabon, the Philip- 
pines, and Trinidad. Offshore Middle East areas are a 
focus of intense exploratory effort this year. Even Paris 
is experiencing an oil boom in its northern suburbs. All 
around the world, governments are calling for development 


of their oil resources. Argentina, which has had to import 


nearly two-thirds of it etroleum requirements, hopes to 
drill 3,500 wells with the aid of 14 foreign oil companies. 
Brazil likewise ha itiated an ambitious program. Fin- 
ally, the Soviet news agency Tass on Sept. 27 reported the 

in central Asia which z said 
would rival those of the Middle East; reserves in the Bok- 
hara region of Uzbek were rv atrial to exceed 25 billion 
barrels. Crude output in Soviet bloc countries was esti- 
mated at 2.9 million barrels a day in 1959, nearly double 


the production rate six years earlier. 


discovery of big oll depo ILS 


INFLUENCE OF OVERSUPPLY ON LEVEL ( 

In competing for a share of the world market, the new 
producing countries face formidable problems, foremost of 
which is the present oversupply of oil. Wells already de- 
veloped are capable of producing 26 million barrels of oil 
a day, whereas current world demand amounts to only 
about 18 million barrels a day. In the past four years, the 
oil supply available at wells has increased 6 million barrels 
a day while oil demand has increased only 3 million bar- 
relsaday. “If oil prospecting were halted, if consumption 
were to rise faster even than the highest of reliable esti- 
mates, the ratio of reserves to demand prob: bly would not 
drop to 20 to 1 for almost a decade. additi to new 
reserves continue to be made at their recent rate, the ratio 
of world reserves to demand will increase to 45 to 1 or 
more by 1970.” § 
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Not all estimat pessimistic, but virtually all 
authorities predict a situation of oversupply for at least 
three years, probably five. What optimism there is stems 
from the expectation that consumption of petroleum prod- 
ucts will increase annually. Between 1948 and 1958 con- 
sumption rose Dy nearly « per cent. Typically cited esti- 
mates of future consumption increases run from 3 to 4 per 
cent a year in the United States and from 7 to 9 per cent 
a year in t der the n-Communist world. 
Thus, it is possible t t oil surplus, against the 
long-term prospect of st y rising demands for energy, 
as a temporary pheno ion. Some experts would not be 
surprised to see the volume of world oil trade double by 
1967. 


F rt immediate 1 re, nowever, the problem of over- 
Supply al Ln ‘ itant } ‘e for lower prices -both 
intensified by stiff competition from natural gas—will dom- 
inate the world oil pict : r » oll prices outside the 
United States hav l lining for two years. A long 
prior period of relativ ability had been made possible 


by the price-setting p f the seven big international 


compani which until a few years ago produced almost 


of the oil nt to th irface in other countries of 
pendent petroleum producers 
ever-growing 


big companies 


of discounts to 
favored buyers. This practice trimmed profit margins but 
brought no outcries from Middle Eastern governments, 
whose royaltic ially on a 50-50 sharing basis) are cal- 
culated not o » at which the oil is actually sold 
but on the posted price advertised by the companies. Cuts 
in posted prices WV first announced in February 1959 ; 
a new round of reduct , ranging from 6c to 14c a barrel 
or about 6 per cent, followed in August of this year. 


FOREIGN DEMANDS FOR LARGER OIL ROYALTIE 

The downward drift of oil prices is viewed with special 
concern in Venezuela and the Middle East, whose combined 
output in 1959 amounted nearly 80 per cent of the 
petroleum produced in the free world outside the United 
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States. Abdullah Tariki, director general of petroleum 
and mineral affairs in Saudi Arabia, told the Texas Inde- 
pendent Producers and Royalty Owners Association i 
Tyler, Tex., last May that the price cuts tor 

February 1959 had cost his country about $35 million in 
prospective oil revenue, Iran $27 million, lraq $24 million, 
and Kuwait $46 million. Mideast production rose by 8 per 
cent in 1959, but price reductions left the revenues to the 
various governments virtually unchanged from the esti- 


mated $1.3 billion they received in 1958. 


’ 1] N + . . + ] . . “yy 
Middle Kas governmen I \ re eeKing new arrange- 
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tne price at 
l l Stribpution as 
‘oposed ; the fir Arab Oil 
Congre , neid at alr n April 1959. 


Some Middle East countries have been able to improve 
on the traditional 50-50 arrangement by gra g conces- 
sions to smaller independent oil companies. aly’s state- 
owned petroleum agency obtained oil n ns in Iran 
and Morocco which provide for spli g profits on a basis 
of 25 per cent to the company id 7 * cent to the 
country granting the concession. zuela in December 
1958 obtained the agreement of producing companie 
an arrangement which i ffect : le government 


least 60 per cent of profits 


Peru’s 
of a government pl: 
the Standard Oil Co. 
in Peru. The government plan calls f a 60-40 


rylit 
pilt 


the affiliate’s net incomethe | snare to go to 
government. The political opposit 
outright expropriation of the company 

ation that would, in effect, hav 


The Middle East countries are finding that their bar- 
gaining power is at a low ebb. They run risks in demand- 
ing a larger share of profits at a time when vast new oil 
deposits are being discovered elsewhere, and nationaliza- 
tion of their oil resources is unattractive without assurance 
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major companies. The second Arab Oil Congress closed a 
week-long meeting, Oct. 22, by “disavowing” the 


that they can penetrate markets largely controlled by the 


recent 
reduction of crude oil prices by the companies “without 
the consent of the governments of the Arab producing 
countries” and by voicing hope for company agreement to 
concession terms more favorable to the producing countries. 
Oilmen were pleased by the relatively mild wording of the 
resolutions. Presumably, however, the Middle East coun 
tries and Venezuela will press ahead with exploration of 


the possibility of act to limit production 


and control prices. 


PROPOSED COMPACT FOR PRODUCTION CONTROLS 

The compact idea w: broached \ Venezuela at the first 
Arab Oil Congress last year. In subsequent meetings in 
Baghdad, the latest of which adjourned on Sept. 14, five 
of the largest oi! exporting countries agreed to consider 
pro-rating future output on the basis of 1960 production. 
The five participating states—Iran, Iraq, Kuwait, Saudi 
Arabia and Venezuela—set up an Organization of Petro- 
leum Exporting Countrie The members pledged them- 
selves to reject the August price cuts as a basis for figur- 
ing 1960 royalties and taxes. They are now studying the 
pro-ration system and will discuss it again at a meeting in 
Caracas, Venezuela, next Jan. 15. 

A major question with regard to the proposed interna- 
tional compact is whether emerging oil exporting coun- 
*ries—Algeria and Libya, not to mention the Soviet Union 
—will be willing to subscribe to it. The five sponsors have 
agreed to admit new members by unanimous vote of the 
founders. Kuwait and Venezuela are reported to have 
agreed to waive indefinitely a part or all of future pro- 
rated production increases to which they would be entitled, 
in order to make way for new producing countries. Harry 
B. Ellis, Mediterranean correspondent of the Christian 
Science Monitor, commented in a dispatch from Beirut, 
Sept. 22, that “this remarkable concession illustrated the 
seriousness with which oil-producing nations regarded 
August price cuts initiated by the major western oil com- 
panies.” 

There is considerable doubt that a new cartel could gen- 
erate enough pressure to force restoration of the old prices 


for crude oil. A petroleum expert has pointed out: “When 
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any conceivable proposal for controlling the flow of world 
oll is closely examined .. . it bristles with difficulties, prac- 
tical and theoretical. On what basis, for instance, would 
output quotas be assigned each country? How could an 
oil pact, if ever agreed to, be enforced? And what would 
become of the consumer’s interest in cheaper petroleum 
products?’ *® Moreover, the long-term concessions granted 
by Middle Eastern countries—most of them carrying into 
the 21st century—give the operating companies the right 
to produce and export oil as they see fit. Whether these 
countries are entitled to alter the contract terms and estab- 
lish export controls, on grounds of public and national in- 
terest, is a disputed question. 

Frank Hendrix, an American lawyer acting as legal 
adviser to the Saudi Arabian government, s on Oct. 
19 at the second Arab Oil Congress that “Under 


A 


9 
a 


certain 
circumstances promises of nations have to fall when they 
run headlong into primary interests of people.’ Sami 
Shamma, an Arab lawyer, added that while Islamic law 
does not sanction violations of contract, it “implies viola- 
tion is permissible where the needs are of the nation.”’ But 


William Frazer, managing director of the Kuwait Oil Co 


aid that a man’s “duty to keep faith with his fellow man” 
would be “the principle that governs relations in Kuwait.” 
A representative of the Arabian American Oil Co. pointed 
out to attendants at the congress that changes in that com- 
pany’s contract with Saudi Arabia always had been made 
through negotiation and mutual agreement. 


The consensus among oil industry officials when the 
Middle East-Venezuela plan was first discussed last year 
was that “an effort to control prices would be an economic 
blunder that might reduce rather than increase oil reve- 
nues.”® American oilmen were said to believe that new 
producer countries might take over markets vacated by 
countries participating in the plan, or that restriction of 
production and raising of prices might enable coal and 
natural gas to reoccupy markets previously lost to oil 
competition. 


An economics commentator explained the attitude of the 
international companies by saying: “If anyone is going to 


regulate production and prices, they [the companies] want 


*Gilbert Burck A Strange New Plar 
p. 146 


*J. H. Carmical, financial writer 
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to do it. The plan would mean that the producer nations 
would 1 AC} ympany’s share of the output and could 
er plece of the revenues. 

like any curb on their free- 

They have traditionally used 


out competitors.’ 


Impact of Oil Glut on United States 


FREQUENT ASSERTIONS in the pa at the United 
States was in danger running out of from domestic 
sources Wiltnin a comparatively iort time Ni been belied 
by the contin v \ ' new petrolet aeposits. 
Proved reservs that ; verable oil known to be 
underground vere lated | than two decades ago at 
only 20 billion b: A amount barely sufficient to meet 
consumption demands for 16 years. the American 
‘eserves 


-overies 


( 
barrels t 


vears tl 
921,000 barrels a day, 


110,000 barrels a day. 


has big new 

ition from 
ral gas, for example, h limited the market for fuel 
John G. Winger, head of the petroleum department 
of the Chase Manhattan Bank, has pointed out: “Since 

1956, the combined domestic demand for all fuel oils 

light and heavy—has increased by less than 1 per cent a 
year; in sharp contrast, the use of gas has risen by 514 per 
cent a year. Had the demand for fuel oils grown at the 
rate of 514 per cent a year, the demand for crude oil in 
1959 would have averaged half a million barrels a day 
higher than it did.” '! Natural gas reserves totaled 263 
trillion cubic feet at the end of 1959, an increase of 8 tril- 


There are few signs of any reduction in the excess capac- 
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which exi very branch of the domestic oil in- 
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dustry. Drilling operations are continued 

levels to enable the major companies to meet 

tions and increase their production allowances 
pro-ration laws. The president of the National Pet 
Association, Rexford 8S. Blazer, recently called on the 
dustry to exercise self-restraint to avoid excessive 


production, excessive refinery runs, wasteful marketi 
practices, and ultimate market chaos. 


PRODUCTION LIMITATIONS; CONSUMPTION FACT 
In an effort to adjust production 

mestic industry relies on regulatory 

its own making. 

forecast 


regulat 
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now. it 43 per cent of total domestic petroleum de- 


mand is ‘ and improved refinery methods are 
increasing the gasoline yield from crude oil. The viel 
now is almost 80 per cent 


ity is much higher." 


Retail gasoline prices, e> 
over the past several years 
report that price s, excluding taxes, 
54 cities averaged 21.18¢ a gallon in -“ompared 
21.47c in 1958 and 20.24¢ in 1952. ndustry leaders com- 
plain that many motorists blame the industry rather than 
increased local, state, or federal taxes for generally higher 
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A long debate over the oil import problem, when the 
Reciprocal Trade Agreements Act came up for renewal 11 
1955, led to authorization of compulsory controls. The 
extension act empowered the President to take “‘such action 
as he deems necessary to adjust the imports of ... [any] 
article to a level that will not threaten to impair the 
national security.” Restrictive action was authorized upon 
a finding that imports were entering the country in such 
quantities as to threaten national security. 


Despite this grant of power, the administration still 
sought to accomplish a reduction of imports through vol- 
untary means. The President on July 29, 1957, asked the 
major importing companies to make what would amount to 
a cut of nearly 20 per cent of scheduled imports—as a 
contribution to maintaining “a healthy domestic production 
industry” in the interests of national security. Although 
crude imports were reduced, in response to the President’s 
plea, the reduction was offset to some extent by increased 
imports of petroleum products and residual fuel oil. 


Finally, on March 10, 1959, President Eisenhower im 


compulsory import controls on all incoming petr« n, 


including residual oil (which had been exempt from the 
voluntary controls). The program was designed to keep 
imports down to about 10 per cent of domestic consumption. 
Reaction was mixed; domestic producers and members of 
Congress from oil-producing states were jubilant; importers 


+ 


and spokesmen for non-producing states were critical. 


CONTROVERSY OVER PROTECTION OF O1L RESOURCES 

Hardly anyone appears satisfied now, largely because the 
controls seem to have failed to attain the announced objec- 
tive. A resolution adopted last May 7 by the Texas Inde- 
pendent Producers and Royalty Owners said that imported 
oi! should not exceed 16.6 per cent of domestic production 
instead of the 26 per cent ratio then asserted to prevail.’ 
Gov. Price Daniel of Texas observed in a letter to the 
governors of 27 other oil-producing states about the same 
time that domestic oil prices were depressed when the im- 
port program began and “continue to deteriorate.” 


Those who opposed the program from the beginning chal- 
lenge the entire concept of using import controls to protect 
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the national security. The administration has contended 


t unrestricted oil imports would so discourage domestic 


that 
production and exploration that, in the case of a serious 
emergency, the United States would be unable to attain 
the level of oil production needed for a major war effort. 
» counter-argument is that if the domestic oil supply is, 
ited the more reason to 

conserve it for futu ontingenc and make maximum 


use OI toreig il j the mean 


It has been pointed out that the United States, with 
only 15 per cent of the free world’s proved oil reserves, 
consumes 56 per cent of free world output. Therefore, this 
country—so the argument goes—should import crude oil 
in progressively increasing quantities to assure continuance 
of an abundant and reasonably priced supply. Persons 
holding this view say: “It certainly is not true that the 
United States is ‘running out of oil.’ But there is general 
agreement that foreign reserves a} ibstantially larger 
than those of th nited States, so it safe to say that the 
United Stat ndeed running out of oi a price. In 
other words, the Un states hausting its economical 
oil. Thus, American su in the long run will be 


forced to pay higher prices for petroleum products and 


submarginal domestic W will be kept in production, 
further depleting U 711 


OuTcRY AGAIN 

After more than a year and a half, versy over the 
effects f the control prog I l il pricin practice s has 
harpened. At lit al i m’s, busine ind financial 
weekly, on Aug. 8 assert hat mandatory quotas had 
helped “rig U.S. oil prices well above those of other coun- 
tries [and] may wi up costing domestic consumers nearly 
$1 billion per year.” The Independent Petroleum Associa- 
tion in a direct reply a few weeks later said U.S. Bureau 
of Labor Statistics ’ howed that since the mandatory 
controls went il fect, cr oil prices in the United 
States had dropped 0.7 per cent and refined petroleum prod- 
ucts prices 3.9 per cent. However, the I.P.A. reported later 
that petroleum prices at refineries in September were the 
highest in 17 months, averaging $3.95 a barrel, up sharply 
from a low of $3.74 last May. 


Protests against the import program were voiced last 
W 
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summer following a cutback in quotas for residual fuel oil, 
which is in direct competition with bituminous coal in in- 
dustrial markets. Secretary of the Interior Fred A. Seaton 


} 


lashed the q la aimo 90 per cent tor the. uly-September 
quarter and then on Aug. 15 reduced the allocation for the 
October-January quarter 20,000 barrels below that for 1959. 
Lewis Brigham of the Journal of Con 
next day: “The U.S. Department of Interior has apparently 
thrown its weight in with the coal industry and domestic 
oil producers in their continuing battle with oil import 


+ +} 
ree COmmented tne 


rs 
over the level of residual fuel imports. . . . It will certainly 
be interpreted as a major rebuff to the fuel needs of New 
England, the largest gle residu: il-consuming area in 


the nation.” 


Licensed import 
at 415.000 barrels 
compared with actual im} 
Mountains of 434,441 barrels a day during the 
ter of 1959 when the region experienced mild 
when demand was reduced by the steel strike. The figure 
of 415,000 barrels fell far short of the 560,000 barrels a 


day recommended by the Petroleum Industry Research 


Foundation bi was close to the 400,000 barrels a day 


requested by he ation: ‘Oal Policy 


ande rs 


have les ; 


Whereas the residual fr | per barrel in Americs 


refineries n averages aroun aL it, the residual 


7 area amounts 
to as much as 60 per cent. Venezuela is the major exporter 
of residual. Esso Standard, in a letter to customers on 
July 5, said the cut in third quarter quotas of heavy fuel oil 
“presents a definite threat of shortages for consumers.” 
The National Coal Policy Conference on July 19 accused 
Esso of beginning a “scare campaign aimed at influencing 
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the fourth quarter allocations of residual oil.” It said the 
company was trying to divert attention “from the pattern 
of price increase that is being established.” 


rHE 1960 POLITICAL CAMPAIGN 


The world oil glut may affect the outcome of attempts 
to cut the depletion set-off against income tax liability of 
oil companies. It has been contended that the depletion 
allowance is not necessary, at least at the rate of 271% 
per cent set by the Revenue Act of 1926, as an incentive 
to oil exploration when there is a large surplus of oil. But 
the industry insists that the perishable nature of this nat- 
ural resource fully justifies the 2714 per cent allowance, 
and that the dubious financial outlook for many oil com- 

| 


; » | ar aoe ‘ > 
panies alsO argues against any Change. 


The 1960 Democratic and Republican party platforms 
disagree on the question. Republicans promise to continue 
O support incentives to “exploration for domestic sources 
of minerals and metals, with reasonable depletion allow- 
ances.”” Vice President Richard M. Nixon has said several 
times during the campaign that he opposes reducing the 


la+ 


depletion allowance. Democrats have singled out deple- 


one of the more conspicuous loopholes 
which “certain privileged groups legally 
of taxation.”” Sen. John F. Kennedy 
avored cutting the allowance for the 


producers from 271% to 22 per cent. 


Political Aspects of Commerce in Oil 


THE PROTECTIONIST TREND of United States oil poli- 
cies raises serious problems in American foreign relations 
One observer has written: “On the one hand, U.S. security 
is represented as requiring self-sufficiency in fuels. On 
the other hand, U.S. security also demands victory in the 
economic cold war, especially in the Middle East and Latin 
America; increased purchases of oil from these sources 
would seem politically wise. Stated like this, the two aims 
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added that many domestic producers understood 
drastic reduction in import levels was “quite un- 
because of ‘as) gton’s “awareness of the impact 


import controls on our friends and allies.” * 


FOR NEw OIL MARKETS 
Perhaps the most important oil develop 
several years nas been he itr} yf » Soviet Jnion into 
competition for world markets. The present volume of 
Russian oil exports to free world countries ac 


small: roughly 17-18 million tons of crude and product 


year, representing no more than 2 to: rr cent of the oil 


entering the free world’ trade. Sales by 
Russia outside the Communist orbi his year probably 


will not exceed 20 million tons. 


position, wever, from the discount undertaken 
by the Russians, and from efforts to for the handling of 
Soviet oil through facili created by le western com- 


These companies ha o stand helplessly by this 
year while Russian crude entered Cuba to be refined with 


western equipment confiscated by the Castro government. 


not the only suppliers selling at dis- 
has been noted that “Commercially, 
formidable than oil from any independ- 


; 


represents a tantial competitor 
itely protected internal market of its 
4 1: 1 ¢ 
established sphere of marketing oper- 
t bloc where the western companies 
in price cutting.” 


1 _ , . . a. 7 ocr 
he Soviet Union in seeking to enlarge 


free-world markets for Russian oil were exhibited in India 
early this year. Moscow offered to supply India with crude 
oil at prices 10 to 25 per cent below the world market price 

to be paid in local currency. When the three western 
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companies with refineries in India rejected a request by 
the Indian government that they process the Russian crude, 
Moscow countered by offering to ship refined products. The 
western companies finally capitulated and offered a 12%% 
per cent discount from the world price. This triggered an 
average cul of 10c a barrel, Aug. 9, in posted Middle East 
crude prices. 


Consumer nations welcome the impact of the Russian oil 
on world prices. Bushrod Howard, Jr., a private consultant 
on Middle East oil problems, wrote that the international 
oil companies had “set incredibly bloated prices on oil.” 
He said: “Kuwait oil which costs less than 7e to produce 
was sold at $1.67, and further high profit margins were 
added to the transportation, refining and distribution costs. 
Consumers—particularly in countries such as India which 
are very short of hard currency—knew they were being 
exploited, but were powerless to act.”24 Even Pakistan, 
an ally of the West, is reported to be “leaning toward the 
Soviet Union in a determined effort to cut her oil imports 
and save scarce foreign exchange.” *5 


Russia is able to command the necessary tanker tonnage 


for its economic offensive in oil partly because U.S. import 
restrictions have depressed the current tanker market. 
Some 400 tankers were idle throughout the world in July, 
and the American Merchant Marine Institute reported, Aug. 
8, that 15 per cent of the American-flag privately owned 
tanker tonnage was inactive at the mid-point of 1960. 


MUuDIFYING FACTORS IN COMPETITION OF SOVIET UNION 


Some oil industry officials tend to minimize the threat 
posed by Soviet competition, pointing out that Soviet oil 
moving into free world markets totals only 350,000 barrels 
a day, compared to total free world production of about 17 
million barrels a day. A vice president of Standard Oil 
of New Jersey has said: 

There is every indication that the bulk of Soviet oil exp 

date have been commercially, rather than politically, 

The Soviets are using their oil as a relatively efficient 

obtaining imports of commodities which they vitally need 

internal development. In an effort to obtain outlets for th 

they have had to offer price discounts, but these are generally 

greater than any new entrant would have to offer in today’s 

competitive market. In short, Soviet competition causes problems 


* Article in the Washington Post, Oct. 16 
* Dispatch to New York Times from Karachi, Sept 
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It is considered probable that rapid growth in internal 
Soviet bloc requirements will limit the size of future ex- 
portable surpluses. The announced Soviet plan calls for 
an increase to 4,800,000 barrels a day in crude production 
by 1965, against actual output of about 2,850,000 barrels a 
day in the first half of 1960. Some observers believe that 
a doubling of exports to about 600,000 barrels a day by 1965 
is possible—but this would remain a mere fraction of total 
free world productio five years hence. 


Much of the Soviet crude now exported goes to West 
Europe. “Russia supplies 15 per cent of Italy’s oil needs, 
13 per cent of Sweden’s, and 7 per cent of all West Eu- 
rope’s.” 27 So far, the Russians have sold crude and re- 
fined products to 30 Western or uncommitted countries, 

agreements were signed recently with Italy, 
Brazil and Japan for importation of Russian crude. 


and major 


Middle East nations are distressed by the Soviet incur 
sions into the world oil market, although some of them 
claim that the Soviet competition thus far has been used 
only as an excuse for price cuts by the international oil 
companies, thus reducing revenue of the producing coun- 
tries. When western companies made their first cut in 
prices for Middle Eastern crude in February 1959, Mohamed 
Salman, Arab League oil minister, asserted that since the 

-1 


Soviet oil sales were based on political rather than commer 


cial considerations, “the opponents of the Soviet” should 
up the difference in the royalties paid to the Middle 


last governments. 


Lit 


tic appraisal of the political repercussions of 
Soviet competition states that “If Arab governments must 
‘ause of Soviet competition, Moscow’s political 
ome of its allure, and American policy may 
keyed to the beating of oil drums.” 


Finan l Chror 
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